Internal Revenue Service, Treasury

considered the date of final determina-
tion. If the corporation makes a defi-
ciency distribution before such reg-
istration or postmark date but on or
after the date the district director or
director of the service center or other
official has signed the agreement, the
date of signature by the district direc-
tor or director of the service center or
other official is considered the date of
final determination. If the corporation
makes a deficiency distribution before
the district director or director of the
service center or other official signs
the agreement, the date of final deter-
mination is considered to be the date of
the making of the deficiency distribu-
tion. During any extension of time the
interest charge provided in subpara-
graph (4) of this paragraph will con-
tinue to accrue at the rate provided for
in such subparagraph.

(4) Payment of interest for delayed
distribution—({) In general. If a corpora-
tion makes a deficiency distribution
after the 15th day of the ninth month
after the close of the taxable year with
respect to which such distribution is
made, such distribution will not be
deemed to satisfy the 95 percent of
gross receipts test or the 95 percent as-
sets test for such year unless such cor-
poration pays to the Internal Revenue
Service a charge determined by multi-
plying (a) an amount equal to 4% per-
cent of such distribution by (b) the
number of its taxable years which
begin (1) after the taxable year with re-
spect to which the distribution is made
and (2) before such distribution is
made. Such charge must be paid, with-
in the 30-day period beginning with the
day on which such distribution is
made, to the service center with which
the corporation files its annual infor-
mation return for its taxable year in
which the distribution is made. For
purposes of the Internal Revenue Code,
such charge is considered interest.

(ii) Example. The provisions of sub-
division (i) of this subparagraph may
be illustrated by the following exam-
ple:

Example. X corporation, which uses the cal-
endar year as its taxable year, meets the 95
percent assets test but fails to meet the 95
percent of gross receipts test for 1972 and
does not by September 15, 1973, make the de-
ficiency distribution required by reason of
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its failure to meet such test. Assume that
reasonable cause exists for the corporation’s
failure to meet the 95 percent of gross re-
ceipts test and failure to make the required
deficiency distribution. If X makes the re-
quired deficiency distribution, in the amount
of $10,000, on April 1, 1976, X must pay on or
before April 30, 1976, to the service center
with which it files its annual information re-
turn a charge of $1,800, computed as follows:

Deficiency distribution made by X ...........cccce. $10,000
Multiplied by 4%2 percent ..........ccceeevvevvieecnnnns .045
Intermediate product ............ccccevererenieiiieens 450
Multiplied by: Number of X's taxable years be-

ginning after 1972 and before April 1, 1976 .. 4
Charge to be paid service center because of

late deficiency distribution (which is consid-

ered iNterest) ... 1,800

(d) Certain distributions deemed for rea-
sonable cause. If a corporation makes a
distribution in the amount required by
paragraph (b) of this section with re-
spect to a taxable year on or before the
15th day of the ninth month after the
close of such year, it will be deemed to
have acted with reasonable cause with
respect to its failure to satisfy the 95
percent of gross receipts test, the 95
percent assets test, or both tests, for
such year and its failure to make such
distribution prior to the date on which
the distribution was made if—

(1) At least 70 percent of the gross re-
ceipts of such corporation for such tax-
able year consist of qualified export re-
ceipts, and

(2) The sum of the adjusted bases of
the qualified export assets held by such
corporation on the last day of each
month of the taxable year equals or ex-
ceeds 70 percent of the sum of the ad-
justed bases of all assets held by the
corporation on each such day.

[T.D. 7323, 39 FR 34407, Sept. 25, 1974; 39 FR
36009, Oct. 7, 1974, as amended by T.D. 7420, 41
FR 20655, May 20, 1976; T.D. 7854, 47 FR 51739,
Nov. 17, 1982; T.D. 8939, 66 FR 2819, Jan. 12,
2001]

§1.992-4 Coordination with personal
holding company provisions in case
of certain produced film rents.

(a) In general. Section 992(d)(2) pro-
vides that a personal holding company
is not eligible to be treated as a DISC.
Section 543(a)(5)(B) provides that, for
purposes of section 543, the term ‘‘pro-
duced film rents’’ means payments re-
ceived with respect to an interest in a
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film for the use of, or the right to use,
such film, but only to the extent that
such interest was acquired before sub-
stantial completion of production of
such film. Under section 992(e), if such
produced film rents are included in the
ordinary gross income (as defined in
section 543(b)(1)) of a qualified sub-
sidiary for a taxable year of such sub-
sidiary, and such interest was acquired
by such subsidiary from its parent,
such interest is deemed (for purposes of
the application of sections 541,
543(b)(1), and 992(d)(2), and §1.992-1(f)
for such taxable year) to have been ac-
quired by such subsidiary at the time
such interest was acquired by such par-
ent. Thus, for example, if a parent ac-
quires an interest in a film before it is
substantially completed, then substan-
tially completes such film prior to
transferring an interest in such motion
picture to a qualified subsidiary, the
qualified subsidiary is considered as
having acquired such interest prior to
substantial completion of such motion
picture for purposes of determining
whether payments from the rental of
such motion picture will be classified
as produced film rents of such sub-
sidiary. The provisions of section 992(e)
and this section are not applicable in
determining whether payments re-
ceived with respect to an interest in a
film are included in the ordinary gross
income of a parent or a qualified sub-
sidiary. Thus, even though a qualified
subsidiary is treated pursuant to this
section as having acquired an interest
in a film at the time such interest was
acquired by such subsidiary’s parent,
payments received by such parent with
respect to such interest prior to the
transfer of such interest to such sub-
sidiary are includible in the ordinary
gross income of such parent and not in-
cludible in the ordinary gross income
of such subsidiary.

(b) Definitions—(1) Qualified sub-
sidiary. For purposes of this section, a
corporation is a qualified subsidiary for
a taxable year if—

(i) Such corporation was established
for the purpose of becoming a DISC,

(ii) Such corporation would qualify
(or be treated) as a DISC for such tax-
able year if it is not a personal holding
company, and

26 CFR Ch. | (4-1-03 Edition)

(iii) On every day of such taxable
year on which shares of such corpora-
tion are outstanding, at least 80 per-
cent of such shares are held directly by
a second corporation.

(2) Parent. For purposes of this sec-
tion, the term ‘‘parent’” means a sec-
ond corporation referred to in subpara-
graph (1)(iii) of this paragraph.

[T.D. 7323, 39 FR 34409, Sept. 25, 1974]

§1.993-1 Definition of qualified export
receipts.

(a) In general. For a corporation to
qualify as a DISC, at least 95 percent of
its gross receipts for a taxable year
must consist of qualified export re-
ceipts. Under section 993(a), the term
“‘qualified export receipts’” means any
of the eight amounts described in para-
graphs (b) through (i) of this section,
except to the extent that any of the
eight amounts is an excluded receipt
within the meaning of paragraph (j) of
this section. For purposes of this sec-
tion and §§1.993-2 through 1.993-6—

(1) DISC. All references to a DISC
mean a DISC, except when the context
indicates that such term means a cor-
poration in the process of meeting the
conditions necessary for that corpora-
tion to become a DISC, or a corpora-
tion being tested as to whether it
qualifies as a DISC.

(2) Sale, lease, and license. The term
‘‘sale” includes an exchange or other
disposition and the term ‘‘lease” in-
cludes a rental or a sublease. The term
“license’ includes a sublicense. All
rules under this section and §§1.993-2
through 1.993-6 applicable to leases of
export property apply in the same
manner to licenses of export property.
See §1.993-3(f)(3) for a description of in-
tangible property which cannot be ex-
port property.

(3) Gross receipts. The term ‘‘gross re-
ceipts’ is defined by section 993(f) and
§1.993-6.

(4) Qualified export assets. The term
“‘qualified export assests’ is defined by
section 993(b) and §1.993-2.

(5) Export property. The term ‘‘export
property’ is defined by section 993(c)
and §1.993-3.

(6) Related person. The term ‘‘related
person’ means a person who is related
to another person if either imme-
diately before or after a transaction—
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